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Financial Report
Washington State Department of   
       Retirement Systems

Summary Annual

2006
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Every seven seconds, a person born in the baby boom generation turns 50. By 2014 —
less than a decade from now —these people will all be over the age of  50 with the first 
among them turning 68. And they will have a healthier and longer lifespan than that of  
any previous generation.

These facts and others have caught the attention of  many. Over the last year, people 
have begun to ask, “Are we ready to retire?” The Department of  Retirement 
Systems takes this question and your well-being seriously. It is the basis for continu-
ous upgrades we will be making in our publications, Web site, one-on-one counseling, 
and planning seminars.

Our goal is to assist you in using your retirement benefits to create a life-long income 
stream. How are we approaching this? By partnering with our members and others to 
help plan changes in our services. Equally important, we will continue to maintain our 
cost-effectiveness and the personalized service you appreciate. 

�
����������������������������������������

� ������������������� Our administrative cost per member again came in below that of     
   peer pension systems with similar complexity.

�����������������������Incoming phone calls reached a trained, knowledgeable staff  
     member within 35 seconds, walk-in customers met with staff  in less than four minutes  and 
   requests for written pension estimates were fulfilled in an average of  less than four days. 

�� ����������� We designed and launched a staff  recruitment process that gives prospective
    employees an up-close look at the job requirements so that we know each member of  our   
   agency cares about you and can give you first-rate service.

������������We made presentations to public employee groups and civic organizations   
   that increased awareness of  the need to plan and prepare for a post-career life. 

In 2006, we celebrated 30 years as an agency by continuing to deliver exceptional service 
to our members and value to the taxpayers of  Washington. It was a time of  looking back, 
but more importantly, ahead.

We look forward to providing you with outstanding and continuously improving  
services in 2007.

Sincerely,

 
Sandra J. Matheson, Director �������������
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Every seven seconds, a person born in the baby boom generation turns 50. By 2014 —
less than a decade from now —these people will all be over the age of  50 with the first 
among them turning 68. And they will have a healthier and longer lifespan than that of  
any previous generation.

These facts and others have caught the attention of  many. Over the last year, people 
have begun to ask, “Are we ready to retire?” The Department of  Retirement 
Systems takes this question and your well-being seriously. It is the basis for continu-
ous upgrades we will be making in our publications, Web site, one-on-one counseling, 
and planning seminars.

Our goal is to assist you in using your retirement benefits to create a life-long income 
stream. How are we approaching this? By partnering with our members and others to 
help plan changes in our services. Equally important, we will continue to maintain our 
cost-effectiveness and the personalized service you appreciate. 

�
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� ������������������� Our administrative cost per member again came in below that of     
   peer pension systems with similar complexity.

�����������������������Incoming phone calls reached a trained, knowledgeable staff  
     member within 35 seconds, walk-in customers met with staff  in less than four minutes  and 
   requests for written pension estimates were fulfilled in an average of  less than four days. 

�� ����������� We designed and launched a staff  recruitment process that gives prospective
    employees an up-close look at the job requirements so that we know each member of  our   
   agency cares about you and can give you first-rate service.

������������We made presentations to public employee groups and civic organizations   
   that increased awareness of  the need to plan and prepare for a post-career life. 

In 2006, we celebrated 30 years as an agency by continuing to deliver exceptional service 
to our members and value to the taxpayers of  Washington. It was a time of  looking back, 
but more importantly, ahead.

We look forward to providing you with outstanding and continuously improving  
services in 2007.

Sincerely,

 
Sandra J. Matheson, Director �������������
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Sincerely, �������������������
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The State of  Washington provides secure, quality retirement 
plans for public employees. The 14 plans managed by the 
state’s Department of  Retirement Systems serve more than 
443,000 current, past and retired employees from state and 
local government, pre-secondary through higher education  
systems, fire, law enforcement and judicial agencies. (PSERS, 
the 15th plan, was added July 1, 2006.)

Active members, who are currently employed and paying 
contributions toward retirement, comprise 65 percent of  the 
public pension participation. Remaining members are either 
retired or have separated from public service.

The chart below illustrates 
the number of  active and 
inactive/retired employees 
participating in the state’s 
retirement systems.
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Investment performance is a result of  two primary factors: individual asset selection and the allocation of  the portfolio among asset classes 
(e.g. stocks, fixed income, real estate).

Accordingly, the board sets a specific target asset mix and adopts tight ranges around those targets to control the overall risk and 
return of  the CTF. On a daily basis, the board staff  reviews the asset allocation in relation to the established ranges. The staff  shifts  
assets whenever the allocation range for an asset exceeds the approved range or when cash is needed elsewhere. The board reviews  
changes to the overall asset mix every three to four years.

The Washington State Investment Board manages retirement fund assets with the statutory requirement to maximize investment 
returns at a prudent level of  risk. The retirement Commingled Trust Fund (CTF) increased by $6.4 billion during Fiscal Year 2006  
to $53.8 billion. The CTF return was 16.69 percent for the fiscal year.

The table below shows the returns for the CTF on a total fund basis and by asset class.

The table on the right shows the ten largest holdings in the CTF’s 
U.S. equity market index fund. The board invests in domestic 
stocks as part of  an equity index portfolio and not as individual 
stock purchases. ������� ������������������
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The primary sources of  additions to the retirement trust 
funds include member and employer contributions and 
investment earnings. The main sources of  additions to the 
deferred compensation plan include participant contribu-
tions and investment earnings. Total additions or revenues 
to the retirement trust funds and the deferred compensa-
tion plan (excluding transfers) for Fiscal Year 2006 amounted  
to $9,397.6 million. This is an increase of  $2,635.1 million 
from Fiscal Year 2005 and is primarily due to an increase in net 
investment income.
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The retirement systems’ primary trust fund deductions 
include the payment of  benefits to retirees and beneficiaries, 
the refund of  contributions to former members and the 
cost of  administering the retirement systems. Total deductions 
to the retirement trust funds and the deferred compensation 
plan (excluding transfers) for Fiscal Year 2006 totaled 
$2,479.3 million. This is an increase of  $160.8 million from 
Fiscal Year 2005.

Benefit payments to members, including pension and  
annuity benefits, totaled $2,193.4 million for Fiscal Year  
2006. Refunds totaled $257.9 million. Administrative 
expenses, which include pension expenses incurred by 
DRS and the offices of  the State Actuary and Attorney 
General, totaled $26 million. Expenses for the manage-
ment of  trust funds are incurred by the Washington State 
Investment Board and funded from earnings on investments.
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�������

Valuations are performed for all DRS-administered retire-
ment systems on a yearly basis (October 1 to September 30).

The actuarial value of  assets available as of  the latest actuarial 
date, September 30, 2005, for all systems was $45,418 million. 
The accrued liability was $51,391 million. The accrued  
liability exceeds the net actuarial value of  assets available  
for benefits by $5,973 million. 

The ratio of  assets to liabilities is 88 percent, compared  
to 91 percent last year. Current contribution rates remain 
in keeping with the goal of  attaining a funding ratio  
of  100 percent by the amortization dates applicable  
to each plan, as required by 
the Revised Code of  Washing- 
ton, chapter 41.45.
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Additional sources and their totals are listed below (expressed 
in millions). 
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The State of  Washington provides secure, quality retirement 
plans for public employees. The 14 plans managed by the 
state’s Department of  Retirement Systems serve more than 
443,000 current, past and retired employees from state and 
local government, pre-secondary through higher education  
systems, fire, law enforcement and judicial agencies. (PSERS, 
the 15th plan, was added July 1, 2006.)

Active members, who are currently employed and paying 
contributions toward retirement, comprise 65 percent of  the 
public pension participation. Remaining members are either 
retired or have separated from public service.

The chart below illustrates 
the number of  active and 
inactive/retired employees 
participating in the state’s 
retirement systems.
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Investment performance is a result of  two primary factors: individual asset selection and the allocation of  the portfolio among asset classes 
(e.g. stocks, fixed income, real estate).

Accordingly, the board sets a specific target asset mix and adopts tight ranges around those targets to control the overall risk and 
return of  the CTF. On a daily basis, the board staff  reviews the asset allocation in relation to the established ranges. The staff  shifts  
assets whenever the allocation range for an asset exceeds the approved range or when cash is needed elsewhere. The board reviews  
changes to the overall asset mix every three to four years.

The Washington State Investment Board manages retirement fund assets with the statutory requirement to maximize investment 
returns at a prudent level of  risk. The retirement Commingled Trust Fund (CTF) increased by $6.4 billion during Fiscal Year 2006  
to $53.8 billion. The CTF return was 16.69 percent for the fiscal year.

The table below shows the returns for the CTF on a total fund basis and by asset class.

The table on the right shows the ten largest holdings in the CTF’s 
U.S. equity market index fund. The board invests in domestic 
stocks as part of  an equity index portfolio and not as individual 
stock purchases. ������� ������������������
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The primary sources of  additions to the retirement trust 
funds include member and employer contributions and 
investment earnings. The main sources of  additions to the 
deferred compensation plan include participant contribu-
tions and investment earnings. Total additions or revenues 
to the retirement trust funds and the deferred compensa-
tion plan (excluding transfers) for Fiscal Year 2006 amounted  
to $9,397.6 million. This is an increase of  $2,635.1 million 
from Fiscal Year 2005 and is primarily due to an increase in net 
investment income.
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The retirement systems’ primary trust fund deductions 
include the payment of  benefits to retirees and beneficiaries, 
the refund of  contributions to former members and the 
cost of  administering the retirement systems. Total deductions 
to the retirement trust funds and the deferred compensation 
plan (excluding transfers) for Fiscal Year 2006 totaled 
$2,479.3 million. This is an increase of  $160.8 million from 
Fiscal Year 2005.

Benefit payments to members, including pension and  
annuity benefits, totaled $2,193.4 million for Fiscal Year  
2006. Refunds totaled $257.9 million. Administrative 
expenses, which include pension expenses incurred by 
DRS and the offices of  the State Actuary and Attorney 
General, totaled $26 million. Expenses for the manage-
ment of  trust funds are incurred by the Washington State 
Investment Board and funded from earnings on investments.
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Valuations are performed for all DRS-administered retire-
ment systems on a yearly basis (October 1 to September 30).

The actuarial value of  assets available as of  the latest actuarial 
date, September 30, 2005, for all systems was $45,418 million. 
The accrued liability was $51,391 million. The accrued  
liability exceeds the net actuarial value of  assets available  
for benefits by $5,973 million. 

The ratio of  assets to liabilities is 88 percent, compared  
to 91 percent last year. Current contribution rates remain 
in keeping with the goal of  attaining a funding ratio  
of  100 percent by the amortization dates applicable  
to each plan, as required by 
the Revised Code of  Washing- 
ton, chapter 41.45.
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Additional sources and their totals are listed below (expressed 
in millions). 
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The State of  Washington provides secure, quality retirement 
plans for public employees. The 14 plans managed by the 
state’s Department of  Retirement Systems serve more than 
443,000 current, past and retired employees from state and 
local government, pre-secondary through higher education  
systems, fire, law enforcement and judicial agencies. (PSERS, 
the 15th plan, was added July 1, 2006.)

Active members, who are currently employed and paying 
contributions toward retirement, comprise 65 percent of  the 
public pension participation. Remaining members are either 
retired or have separated from public service.

The chart below illustrates 
the number of  active and 
inactive/retired employees 
participating in the state’s 
retirement systems.
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Investment performance is a result of  two primary factors: individual asset selection and the allocation of  the portfolio among asset classes 
(e.g. stocks, fixed income, real estate).

Accordingly, the board sets a specific target asset mix and adopts tight ranges around those targets to control the overall risk and 
return of  the CTF. On a daily basis, the board staff  reviews the asset allocation in relation to the established ranges. The staff  shifts  
assets whenever the allocation range for an asset exceeds the approved range or when cash is needed elsewhere. The board reviews  
changes to the overall asset mix every three to four years.

The Washington State Investment Board manages retirement fund assets with the statutory requirement to maximize investment 
returns at a prudent level of  risk. The retirement Commingled Trust Fund (CTF) increased by $6.4 billion during Fiscal Year 2006  
to $53.8 billion. The CTF return was 16.69 percent for the fiscal year.

The table below shows the returns for the CTF on a total fund basis and by asset class.

The table on the right shows the ten largest holdings in the CTF’s 
U.S. equity market index fund. The board invests in domestic 
stocks as part of  an equity index portfolio and not as individual 
stock purchases. ������� ������������������
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The primary sources of  additions to the retirement trust 
funds include member and employer contributions and 
investment earnings. The main sources of  additions to the 
deferred compensation plan include participant contribu-
tions and investment earnings. Total additions or revenues 
to the retirement trust funds and the deferred compensa-
tion plan (excluding transfers) for Fiscal Year 2006 amounted  
to $9,397.6 million. This is an increase of  $2,635.1 million 
from Fiscal Year 2005 and is primarily due to an increase in net 
investment income.
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The retirement systems’ primary trust fund deductions 
include the payment of  benefits to retirees and beneficiaries, 
the refund of  contributions to former members and the 
cost of  administering the retirement systems. Total deductions 
to the retirement trust funds and the deferred compensation 
plan (excluding transfers) for Fiscal Year 2006 totaled 
$2,479.3 million. This is an increase of  $160.8 million from 
Fiscal Year 2005.

Benefit payments to members, including pension and  
annuity benefits, totaled $2,193.4 million for Fiscal Year  
2006. Refunds totaled $257.9 million. Administrative 
expenses, which include pension expenses incurred by 
DRS and the offices of  the State Actuary and Attorney 
General, totaled $26 million. Expenses for the manage-
ment of  trust funds are incurred by the Washington State 
Investment Board and funded from earnings on investments.
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Valuations are performed for all DRS-administered retire-
ment systems on a yearly basis (October 1 to September 30).

The actuarial value of  assets available as of  the latest actuarial 
date, September 30, 2005, for all systems was $45,418 million. 
The accrued liability was $51,391 million. The accrued  
liability exceeds the net actuarial value of  assets available  
for benefits by $5,973 million. 

The ratio of  assets to liabilities is 88 percent, compared  
to 91 percent last year. Current contribution rates remain 
in keeping with the goal of  attaining a funding ratio  
of  100 percent by the amortization dates applicable  
to each plan, as required by 
the Revised Code of  Washing- 
ton, chapter 41.45.
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Additional sources and their totals are listed below (expressed 
in millions). 
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The State of  Washington provides secure, quality retirement 
plans for public employees. The 14 plans managed by the 
state’s Department of  Retirement Systems serve more than 
443,000 current, past and retired employees from state and 
local government, pre-secondary through higher education  
systems, fire, law enforcement and judicial agencies. (PSERS, 
the 15th plan, was added July 1, 2006.)

Active members, who are currently employed and paying 
contributions toward retirement, comprise 65 percent of  the 
public pension participation. Remaining members are either 
retired or have separated from public service.

The chart below illustrates 
the number of  active and 
inactive/retired employees 
participating in the state’s 
retirement systems.
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Investment performance is a result of  two primary factors: individual asset selection and the allocation of  the portfolio among asset classes 
(e.g. stocks, fixed income, real estate).

Accordingly, the board sets a specific target asset mix and adopts tight ranges around those targets to control the overall risk and 
return of  the CTF. On a daily basis, the board staff  reviews the asset allocation in relation to the established ranges. The staff  shifts  
assets whenever the allocation range for an asset exceeds the approved range or when cash is needed elsewhere. The board reviews  
changes to the overall asset mix every three to four years.

The Washington State Investment Board manages retirement fund assets with the statutory requirement to maximize investment 
returns at a prudent level of  risk. The retirement Commingled Trust Fund (CTF) increased by $6.4 billion during Fiscal Year 2006  
to $53.8 billion. The CTF return was 16.69 percent for the fiscal year.

The table below shows the returns for the CTF on a total fund basis and by asset class.

The table on the right shows the ten largest holdings in the CTF’s 
U.S. equity market index fund. The board invests in domestic 
stocks as part of  an equity index portfolio and not as individual 
stock purchases. ������� ������������������
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The primary sources of  additions to the retirement trust 
funds include member and employer contributions and 
investment earnings. The main sources of  additions to the 
deferred compensation plan include participant contribu-
tions and investment earnings. Total additions or revenues 
to the retirement trust funds and the deferred compensa-
tion plan (excluding transfers) for Fiscal Year 2006 amounted  
to $9,397.6 million. This is an increase of  $2,635.1 million 
from Fiscal Year 2005 and is primarily due to an increase in net 
investment income.
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The retirement systems’ primary trust fund deductions 
include the payment of  benefits to retirees and beneficiaries, 
the refund of  contributions to former members and the 
cost of  administering the retirement systems. Total deductions 
to the retirement trust funds and the deferred compensation 
plan (excluding transfers) for Fiscal Year 2006 totaled 
$2,479.3 million. This is an increase of  $160.8 million from 
Fiscal Year 2005.

Benefit payments to members, including pension and  
annuity benefits, totaled $2,193.4 million for Fiscal Year  
2006. Refunds totaled $257.9 million. Administrative 
expenses, which include pension expenses incurred by 
DRS and the offices of  the State Actuary and Attorney 
General, totaled $26 million. Expenses for the manage-
ment of  trust funds are incurred by the Washington State 
Investment Board and funded from earnings on investments.
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Valuations are performed for all DRS-administered retire-
ment systems on a yearly basis (October 1 to September 30).

The actuarial value of  assets available as of  the latest actuarial 
date, September 30, 2005, for all systems was $45,418 million. 
The accrued liability was $51,391 million. The accrued  
liability exceeds the net actuarial value of  assets available  
for benefits by $5,973 million. 

The ratio of  assets to liabilities is 88 percent, compared  
to 91 percent last year. Current contribution rates remain 
in keeping with the goal of  attaining a funding ratio  
of  100 percent by the amortization dates applicable  
to each plan, as required by 
the Revised Code of  Washing- 
ton, chapter 41.45.
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Additional sources and their totals are listed below (expressed 
in millions). 
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Financial Report
Washington State Department of   
       Retirement Systems

Summary Annual

2006
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Every seven seconds, a person born in the baby boom generation turns 50. By 2014 —
less than a decade from now —these people will all be over the age of  50 with the first 
among them turning 68. And they will have a healthier and longer lifespan than that of  
any previous generation.

These facts and others have caught the attention of  many. Over the last year, people 
have begun to ask, “Are we ready to retire?” The Department of  Retirement 
Systems takes this question and your well-being seriously. It is the basis for continu-
ous upgrades we will be making in our publications, Web site, one-on-one counseling, 
and planning seminars.

Our goal is to assist you in using your retirement benefits to create a life-long income 
stream. How are we approaching this? By partnering with our members and others to 
help plan changes in our services. Equally important, we will continue to maintain our 
cost-effectiveness and the personalized service you appreciate. 

�
����������������������������������������

� ������������������� Our administrative cost per member again came in below that of     
   peer pension systems with similar complexity.

�����������������������Incoming phone calls reached a trained, knowledgeable staff  
     member within 35 seconds, walk-in customers met with staff  in less than four minutes  and 
   requests for written pension estimates were fulfilled in an average of  less than four days. 

�� ����������� We designed and launched a staff  recruitment process that gives prospective
    employees an up-close look at the job requirements so that we know each member of  our   
   agency cares about you and can give you first-rate service.

������������We made presentations to public employee groups and civic organizations   
   that increased awareness of  the need to plan and prepare for a post-career life. 

In 2006, we celebrated 30 years as an agency by continuing to deliver exceptional service 
to our members and value to the taxpayers of  Washington. It was a time of  looking back, 
but more importantly, ahead.

We look forward to providing you with outstanding and continuously improving  
services in 2007.

Sincerely,

 
Sandra J. Matheson, Director �������������
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Financial Report
Washington State Department of   
       Retirement Systems

Summary Annual
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Every seven seconds, a person born in the baby boom generation turns 50. By 2014 —
less than a decade from now —these people will all be over the age of  50 with the first 
among them turning 68. And they will have a healthier and longer lifespan than that of  
any previous generation.

These facts and others have caught the attention of  many. Over the last year, people 
have begun to ask, “Are we ready to retire?” The Department of  Retirement 
Systems takes this question and your well-being seriously. It is the basis for continu-
ous upgrades we will be making in our publications, Web site, one-on-one counseling, 
and planning seminars.

Our goal is to assist you in using your retirement benefits to create a life-long income 
stream. How are we approaching this? By partnering with our members and others to 
help plan changes in our services. Equally important, we will continue to maintain our 
cost-effectiveness and the personalized service you appreciate. 

�
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� ������������������� Our administrative cost per member again came in below that of     
   peer pension systems with similar complexity.

�����������������������Incoming phone calls reached a trained, knowledgeable staff  
     member within 35 seconds, walk-in customers met with staff  in less than four minutes  and 
   requests for written pension estimates were fulfilled in an average of  less than four days. 

�� ����������� We designed and launched a staff  recruitment process that gives prospective
    employees an up-close look at the job requirements so that we know each member of  our   
   agency cares about you and can give you first-rate service.

������������We made presentations to public employee groups and civic organizations   
   that increased awareness of  the need to plan and prepare for a post-career life. 

In 2006, we celebrated 30 years as an agency by continuing to deliver exceptional service 
to our members and value to the taxpayers of  Washington. It was a time of  looking back, 
but more importantly, ahead.

We look forward to providing you with outstanding and continuously improving  
services in 2007.

Sincerely,

 
Sandra J. Matheson, Director �������������
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